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Against the backdrop of declining oil revenues, signs of the
government  beginning  to  tighten  its  belt  have  become
increasingly visible. Under the banner of “optimizing budget
expenditures,” the government has made reductions in funds
allocated to various organizations from the state budget and
layoffs in the public sector. While this process appeared to
remain somewhat in the background in earlier periods, public
attention  to  it  increased  significantly  last  year.  This
heightened  attention  manifested  itself  in  public  debates,
official responses, and budget documents alike.

Although  the  press  and  experts  have  described  these
developments  as  mass  layoffs,  government  representatives
reject this characterization, instead referring to the process
merely  as  the  optimization  of  budget  expenditures.  The
AzPolitika website, which claims that thousands of employees
working  in  the  utilities  sector  and  a  number  of  state
institutions (including Azəriqaz CJSC, Azərsu JSC, Azərişıq
JSC,  Təmiz  Şəhər  JSC,  the  State  Veterinary  Service,  and
others) were laid off in 2025, has reported that a new wave of
layoffs is expected to begin in 2026. According to the site,
following internal assessments, the Ministry of Finance has
identified a significant number of redundant positions within
budgetary organizations and has raised the issue of their
abolition  to  the  government.  The  site  suggests  that  the
“clean-up” announced by the Ministry—aimed at saving budgetary
resources  and  ensuring  transparency  and  oversight  in
expenditures—could  affect  up  to  20  percent  of  employees
working in budgetary institutions.
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The FED.az website has drawn attention to layoffs carried out
in  city  and  district  executive  authorities.  According  to
available information, restructuring measures were implemented
in  these  bodies,  leading  to  the  abolition  of  several
departments, their replacement with sector-based units, and
the merger of certain departments.

Official  data  also  confirm  the  occurrence  of  layoffs.
According to the State Statistical Committee (SSC), as of 1
December 2025, the number of wage-employed workers in the
national economy stood at 1.797.400. Of these, 48,4 percent,
or 869.000 individuals, were employed in the public sector. In
2024, the number of employees in the public sector amounted to
882.800. Over the first eleven months of the previous year,
employment in this sector declined by 1,6 percent, or 13.800
workers.

Overall, a downward trend in public-sector employment has been
observed since 2019. Between 2019 and 2025, the number of
employees in the public sector decreased by 5,2 percent, from
916.700 to 869.000. Consequently, the share of public-sector
employees in total wage employment declined from 55,7 percent
to 48,4 percent (Figure 1).

Resource: The State Statistical Committee
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Despite  the  overall  downward  trend  in  the  public  sector,
growth has been recorded in certain segments of the economy.
For instance, between 2019 and 2024, employment increased by
52%  in  the  water  supply,  waste  treatment,  and  recycling
sector; by 28% in trade; by 77,8% in accommodation and food
services; and by 37,7% in financial and insurance activities.
During  the  same  period,  the  sectors  most  affected  by
downsizing were agriculture, forestry, and fishing (63,9%);
the  extractive  industry  (17,6%);  construction  (22,9%);  and
real estate activities (32,1%).

One of the sectors not spared by layoffs is education. A
process of staff reductions in the education sector has been
underway since 2018. Over this period, approximately 16.000
employees have left the sector, and the number of workers has
declined from 327.600 to 311.700. Last year, the sector that
most frequently dominated the public agenda due to layoffs was
education. On the one hand, structural reforms, and on the
other hand, teacher certification processes have contributed
to  staff  reductions  in  the  education  sector.  Under  the
Presidential Decree of 4 April 2025, “On Additional Measures
to Optimize the Activities and Increase the Efficiency of
Scientific  Institutions  under  the  Ministry  of  Science  and
Education  of  the  Republic  of  Azerbaijan,”  17  institutions
subordinate to the Ministry of Science and Education were
merged, reducing their number to eight. Although officials
responsible for education have stated that no layoffs would
occur as a result of these mergers, others consider staff
reductions  inevitable.  During  a  parliamentary  address,  the
Minister of Science and Education stated that downsizing in
schools would continue. The Minister also told the press that
“between  2022  and  2025,  nearly  8.000  teachers  who  failed
certification exams were dismissed from their positions. In
June of last year alone, 2.340 teachers who did not pass
certification were forced to leave the profession.” A number
of experts already predict mass layoffs of secondary school
teachers, as well as primary school teachers, in the coming
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years.

In  2026,  compared  to  2025,  reductions  in  administrative
expenditures funded from the state budget are envisaged for 45
out of 58 public institutions[i]. The largest cuts will apply
to bodies under the Ministry of Ecology and Natural Resources,
the  Ministry  of  Finance,  and  the  Ministry  of  Science  and
Education.  Administrative  expenditures  are  expected  to
decrease by 19,3% at the Forest Development Service, 12,2% at
the  State  Ecological  Safety  Service,  14,7%  at  the  State
Treasury Agency, and 11,4% at the State Agency for Vocational
Education. In addition, expenditures of the State Committee
for Work with Religious Associations will be reduced by 16,1%,
those of the Audiovisual Council by 9,9%, and those of the
Food Safety Agency by 9,5% (Table 1).

Table 1. List of institutions whose allocations from the state
budget were reduced in 2025–2026





Source: State Budget Envelopes of the Republic of Azerbaijan
for 2025 and 2026

By  Presidential  Decree  in  February  2025,  the  State  Civil
Aviation Agency under the Ministry of Digital Development and
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Transport  was  granted  the  status  of  a  legal  entity  under
public law and, as a result, lost the 1,5 million manats
allocated to it last year in 2026. These reductions enabled
savings of nearly 28 million manats. This saved amount allowed
for  increased  expenditures  in  12  state  institutions  and
partially  covered  the  expenses  of  the  newly  established
agency. Specifically, in 2025, the newly created agency, the
Protocol  Service  of  the  President  of  the  Republic  of
Azerbaijan, was allocated 75 million manats in the 2026 state
budget.

Government representatives link the reduction in expenditures
to optimization and indicate that it will not result in staff
layoffs.  However,  an  analysis  of  expenditures  by  economic
classification  shows  that  in  several  central  and  local
executive authorities, reductions were recorded simultaneously
in  the  payroll  category.  In  the  2026  state  budget,  wage
expenditures were reduced in the allocations for 32 state
institutions.  Conversely,  six  budgetary  organizations,
including the Cabinet of Ministers, the Ministry of Foreign
Affairs, and the Ministry of Economy, are expected to see an
increase in payroll expenditures (Table 2).

Table  2.  List  of  institutions  with  reduced  payroll
expenditures  in  2025–2026
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Source: State Budget Envelopes of the Republic of Azerbaijan
for 2025 and 2026

A closer look at the composition of payroll expenditures also
reveals a reduction in wage costs for staff positions. In
2026, wage expenditures for staff positions were reduced in 27
institutions, which constitutes a basis for the abolition of
positions or a reduction in the number of employees. The most
significant decreases occurred within the Ministry of Ecology
and  Natural  Resources,  the  Ministry  of  Finance,  and  the
Ministry  of  Science  and  Education,  as  well  as  their
subordinate bodies. At the Ministry of Finance, the reduction
reached nearly 30%. Within the Ministry of Ecology and Natural
Resources, wage expenditures declined by 18,2% at the Forest
Development  Service  and  by  12,4%  at  the  State  Ecological



Safety Service. Under the Ministry of Science and Education, a
10% reduction is envisaged for the State Agency for Science
and  Higher  Education  and  an  8,5%  reduction  for  the  State
Agency for Pre-School and General Education. In addition, the
Food Safety Agency was required to cut its wage expenditures
by  12,2%,  while  the  Audiovisual  Council  reduced  its  wage
expenditures by 11,5% (Table 2).

Payroll  expenditures  in  local  executive  authorities  were
reduced by 3,1%. This reduction is attributable to a decrease
in  staff  numbers  following  structural  changes  implemented
within local executive authorities in 2025. By Presidential
Decree  No.  546  of  10  December  2025  of  the  Republic  of
Azerbaijan,  “On  Improving  the  Structure  and  Management  of
Local Executive Authorities,” changes were introduced to the
structure  and  the  number  of  staff  positions  within  the
apparatuses and representations of city, district, and city
district  executive  authorities.  Under  these  changes,  the
number of staff positions in the apparatuses of the executive
authorities of the Sabail, Nasimi, Narimanov, Nizami, Khatai,
and Yasamal districts of Baku city was reduced from 44 to 40,
while in the Khazar, Garadagh, Sabunchu, Surakhani, Pirallahi,
and Binagadi districts it was reduced from 41 to 40.

As for the regions, the number of staff positions was reduced
from 44 to 43 in the cities of Mingachevir and Shirvan, from
52 to 40 in Lankaran, and from 47 to 40 in the cities of
Yevlakh and Sheki. In addition, for other districts across the
country, the number of staff positions in the apparatus of the
heads of executive authorities was set at 38. Prior to these
changes, the number of staff positions was regulated based on
population  size:  In  districts  with  a  population  of  up  to
50.000 it stood at 37, in those with a population between
50.000 and 100.000 at 41, and in districts with more than
100.000 residents at 42.

As a result of these changes, 30 employees working within the
executive authority structures of 12 districts of Baku city
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alone were made redundant. Overall, excluding the liberated
territories, the number of employees laid off within local
executive authority structures across cities and districts is
estimated to have reached approximately 220.

At  the  same  time,  the  number  of  staff  positions  in  the
representations of the heads of executive authorities for city
or sector administrative-territorial units was also reduced.
Previously, the number of employees in representations for
both  city  and  sector  administrative-territorial  units  was
determined  on  the  basis  of  population  size.  Specifically,
where the population did not exceed 20.000, the number of
employees was set at six, and where it exceeded 20.000, at
seven. For sector administrative-territorial units, the number
of employees was six where the population was up to 30.000 and
seven  where  it  exceeded  30.000.  Currently,  the  number  of
employees  has  been  set  at  five  for  both  types  of
administrative-territorial  units.

Layoffs  were  also  carried  out  in  settlement  and  village
administrative-territorial  units.  The  number  of  staff
positions  in  the  representations  of  heads  of  executive
authorities  for  settlement  or  village  administrative-
territorial units was set at three in areas with a population
of  up  to  10.000  and  at  four  in  areas  with  a  population
exceeding 10.000. Prior to the changes, these figures stood at
four for populations of up to 10.000, seven for populations
between 10.000 and 20.000, and eight for populations exceeding
20.000.

Since  the  State  Statistical  Committee  does  not  publish
population figures at the village and settlement levels, nor
for city and sector administrative-territorial units, it is
not  possible  to  calculate  the  exact  number  of  layoffs.
However, approximate estimates suggest that as a result of
these  changes,  the  number  of  redundancies  within  local
executive authority structures nationwide is likely to be at
least 2.500 employees.



The  analysis  shows  that  the  measures  implemented  by  the
government  under  the  banner  of  “optimization  of  budget
expenditures”  are  in  practice  accompanied  by  systematic
layoffs in the public sector. Although the official narrative
presents this process primarily as one of structural reforms
and  enhanced  efficiency,  both  statistical  indicators  and
budget documents confirm that the decline in public sector
employment  has  taken  on  a  sustained  character.  The  5,2%
reduction in the number of public sector employees between
2019 and 2025, along with the significant decrease in their
share among total wage earners, demonstrates that this trend
is not incidental.

Reforms carried out in the education sector further deepen the
social implications of this process. Certification mechanisms,
institutional mergers, and the tightening of staffing norms
have pushed thousands of workers out of the labor market, and
it cannot be ruled out that this process will continue in the
coming years.

Overall,  the  available  indicators  suggest  that  so-called
“optimization” measures are not limited to budgetary savings
alone but also result in a contraction of employment in the
public sector. While this may contribute to maintaining fiscal
sustainability on the one hand, on the other hand it creates
additional  pressure  on  the  labor  market  and  the  social
protection system. In the period ahead, mitigating the social
consequences  of  this  policy  and  creating  alternative
employment mechanisms for laid-off workers will be among the
key challenges facing the government.

[i] This list does not include law enforcement agencies and
other state services.


